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PEATURE 


France: Grain Growers Exploit CAP-GATT Loopholes 


French grain producers meeting in Paris on 22-23 June concluded that 
without changes in current agricultural policies, EU stockpiles of grain 
vould eventually increase again, adversely affecting the EU’s budget. 
According to Marc Deger’s article in the 22 June issue of the Paris 
financial daily LA TRIBUNE DESFOSSES, the growers believe that the Common 
Agricultural Policy (CAP) reforms of setting aside land and price 
reductions will only be successful in decreasing grain stockpiles in the 
short term. Stocks would then increase by the end of 1995, with negative 
impact on the EU budget. The grain producers cite two reasons for the 
anticipated increase: transfer of other crops to grain and loopholes caused 
by the incompatibility of CAP and GATT requirements. 


Grain grovers claim that as a result of the CAP requirement to take 15 
percent of arable land out of production, farmers are transferring 
meadovwland, apple orchards, and alfalfa fields to more profitable grain 
production. The grain growers claim that the European Commission failed to 
provide guarantees that the CAP reform would compensate farmers for the 
constraints of the GATT Uruguay Round accords: less land under cultivation 
in exchange for greater animal feed consumption and a halt in the growth 
rate of harvests. They note that although the growth rate in harvests 
could be cut in half, EU grain production would still grow by 1.5 million 
metric tons a year. On the demand side, grain grovers complain that their 
ability to compensate for production losses on the animal feed market, 
whose margins were fixed under GATT, is limited, primarily because of U.S. 
competition. 


To solve the problem of increased grain production, grain growers have 
proposed establishing an "intelligent" policy of production, market 
management, and prices. The practice of establishing production quotas or 
quasi-quotas “here and there" must stop, as it only pushes more land into 
grain production. The grain growers state that they are ready to meet the 
challenge of exporting without subsidies on condition that the 
international price for grain is in harmony with the costs of the best 
producers. This xv~uld necessitate new multilateral trade negotiations to 
suppress all forms of subsidies, Degas concludes. 


Puech Helps Growers, Vaives Taxes 


Furthermore, the grain growers are asking Agriculture Minister Jean 
Puech to come to their aid. In the 24 June issue of LA TRIBUNE DESFOSSES, 
Deger reports that Henri de Benoist, who is president of the French Grain 
Growers Association and is concerned that the percentage of French set- 
aside acreage will be increased, has asked Puech to request that the 
European Commission increase France’s base acreage requirements under the 
CAP reform. Puech commented that the present level of acreage "must not be 
considered untouchable." 











To help the grain growers further, Puech announced that he will vaive 
three specific taxes for them, which will decrease their tax burden by 400 
million francs (Fr), Deger reports in the 24 June LA TRIBUNE DESFOSSES. He 
notes, however, that the tax cut comes at a time when grain cultivation is 
increasing and the percentage of arable land France must set aside may have 
to be increased to as much as 17 percent to comply with the CAP reform. It 
also follows last year’s GATT negotiations when France stated that there 
would not be one additional set-aside acre in the country. 


Grain Increase Deemed ‘Astounding’ 


Assistant managing editor of LA TRIBUNE DESFOSSES, Francois Roche, 
writes on 24 June that the unexpected revelation of increased grain 
production will attract attention at the highest levels of the European 
Commission. The fact that grain crops are expanding in France is 
"astounding," Roche states, when Europe had agreed with great difficulty to 
reduce production. He acknowledges that low prices for alternative crops 
are causing farmers to switch to grains instead. 


The problem, Roche argues, is that once again France will be under very 
strong pressure from the Commission to conform to EU policy. Grain growers 
may be forced to set aside even larger percentages of land than originally 
required. The situation is “very French,” Roche notes, in which attempts 
to profit in the short term from CAP loopholes cause even larger economic 
imbalances and new political tensions. Roche contends that Puech will have 
a hard time protecting the grain growers without upsetting other farm 
sectors. Announcing financial relief for the grain growers, who are seen 
as the "favorites of French agriculture," is "perhaps not the most clever 
thing to do," Roche concludes. 


France Contests U.S. Corn Gluten 


In the 24 June issue of LA TRIBUNE DESFOSSES, Deger notes that France 
has moved to contest its share of the animal feed market. At the EU’s 
current "marathon" agriculture discussions in Luxembourg, France indicated 
that it would appeal to the European Court of Justice if the EU Commission 
continued to allow U.S. corn gluten feed imports under the label of a 
common “cereal substitute product." France has demanded that U.S. corn 
gluten be classified as “composite feed" which would be subject to tariff, 
thereby increasing the competitiveness of domestic animal feed products. 
Deger cites a “high official" participating in the discussions: "The last 
compromise made under this presidency did not take into account a single 
French demand, especially concerning durum wheat." He added, "As long as 
there is no agreement on durum vheat, we will remain in Luxembourg." (Dian 
I. 733-6286) 


EU 


Ministers Agree on Company Committees--An article in the Paris daily 





LIBERATION reports that the EU ministers of social affairs have agreed in 
principle that European "company committees" vill be established in 
multinational companies. These committees will provide employees vith 





information on management decisionmaking and will inform workers of any 
plans to relocate factories. The agreement would cover companies employing 
more than 1,000 within the EU and employing 150 or more in subsidiaries 
doing business in at least two member states. The agreement intends 
committee regulations to be flexible and leaves open the possibility for EU 
companies to set up other ways to consult and inform their workforce. The 
agreement was concluded almost unanimously with Portugal abstaining and 
Great Britain not participating by virtue of its opt-out provision under 
the Maastricht Treaty. (Dian I. 733-6286) 

(Paris LIBERATION in French 23 Jun 94 p 13) 


PRANCE 


French Economic Interest Office To Open in Irag--An article in the 
financial daily LES ECHOS claims that two French delegations, one of which 
includes representatives of Renault, Citroen, Schneider, Alcatel, and EDF 
under the auspices of the National Confederation of French Employers (CNPF) 
and another made up of a dozen agribusiness firms, will have visited Iraq 
by the end of June to explore reopening an economic interest office there 
in anticipation that sanctions against Iraq will soon be lifted. The 
article cites an unnamed “expert” who declares that such a move is 
plausible since it would be logical to "reciprocate" after Iraq opened an 
economic interest office in Paris several months ago. Another observer 
declared that the reopening could happen as soon as July. 





The article cites Rally for the Republic deputy Roselyne Bachelot as 
claiming “the French have been late to reenter the Iraqi market." Bachelot 
points out that there are already numerous delegations in Baghdad including 
those from the United States, Germany, Italy, Britain, and Japan. She 
notes that defense interest sections have already been opened, particularly 
by the United States. (Dian I. 733-6286) 

(Paris LES ECHOS in French 17, 18 Jun 94 p 3) 


Chirac Publishes Ideas on Economy--Former Prime Minister Jacques 
Chirac, who is a leading contender in the presidential elections slated for 
next year, has published a book entitled "A New France," which outlines his 
vision for political and economic policy, reports an article in the Paris 
financial daily LES ECHOS. Below are Chirac’s comments and his ideas to 
better the economy: 





* Employment--"An absolute priority, at least as important as defending 
the value of the currency, controlling inflation, and reducing deficits." 
Among Chirac’s “revolutionary” ideas are: transform spending on 
unemployment into spending to encourage hiring, provide incentives to 
companies to hire vorkers receiving benefits from the government’s ASSEDIC 
unemployment insurance fund, finance public works from the government 
budget, lower income taxes, “anticipate lower interest rates," reduce labor 
costs for companies by decreasirg payroll taxes and paying the shortfall 
through a tax on the pollution, make alternatives to layoffs more 
attractive, and develop service jobs. 








* Social Protection--"Clarify" the responsibilities of labor unions, 
management, and the government. Regrwup zovernment payments for social 
welfare into a single "solidcrity" fund and establish a yearly “national 
conference on social protection." Reduce health costs "prudently" through 
revaluing high-tech and specialized medical procedures and “reforming” the 
hospital system. Establish a complementary pension fund and financed it 
with privatization profits. Additionally, Devote Frl10 billion to a 
"dependency allocation" for the aged and wage a battle against hard core 


poverty. 


* Companies--Provide help to sole proprietors. Enact a lav 
guaranteeing the “strict” separation between personal and business 
inheritance regulations and tax liabilities, so that family-owned 
businesses can be passed down to heirs with less difficulty. Allow sole 
proprietorships to gradually add worker benefits and encourage them to 
gradually allow employees to participate in company management, profits, 
and decisionmaking. 


* Europe--"The march toward a single currency should not be considered 
a realistic and sufficient goal in the short term." Instead, make 
Community preference and subsidiarity the goal. Additionally, encourage 
investment by lowering interest rates, "no matter what the German 
reticence.” Finance large EU public works and "get out ot the GATT 
hypocrisy" by establishing a Vorld Trade Organization which is “neither 
exaggeratedly free market nor strictly protectionist." (Dian I. 733-6286) 

(Paris LES ECHOS in French 21 Jun 94 p 4) 


Editorial on Dollar Decline--Pascal Aubert, assistant director of 
editing for the Paris financial daily LA TRIBUNE DESFOSSES, vrites that the 
"historic" decline of the dollar in relation to the yen “irrefutably 
testifies to the extraordinary rebalancing of economic and monetary forces 
between the United States and Japan.” Furthermore, not only vill President 
Bill Clinton’s “political decision” to allow the dollar to fall against the 
yen postpone Japan’s economic recovery but it risks doing the same to 
France and Germany by adversely affecting their ability to export and find 
stable growth. U.S. officials have nothing to gain in pursuing “monetary 
laxity" which can only further upset international investors looking for 
reliable monetary indicators. Aubert also questions the rationale for 
pursuing such a policy at a time when financial markets are already 
unstable. He adds that by increasing the cost of products imported to the 
United States, a "cheap" dollar is potentially inflationary. (Dian I. 733- 
6286) 





(Paris LA TRIBUNE DESFOSSES in French 22 Jun 94 p 40). 


Purther Criticism on Dollar Decline Reported--An article in the Paris 





daily LIBERATION reports that unnamed “commentators” have suggested that 
the recent decline of the dollar on currency markets vas caused by 
President Bill Clinton’s general lack of credibility. Despite the good 
fundamental economic environment in the United States, the markets are 
taking into consideration “unresolved issues," according to these 
commentators. The article contends that since the beginning of the year, 
vith the dollar losing around 10 percent of its value in relation to the 











yen, the U.S. administration has been unsuccessful in convincing the 
markets that it was not voluntarily letting the dollar fall to wring trade 
concessions from Japan. The markets also are reacting to a lack of 
confidence in the U.S. administration to fight inflation, the article adds. 
Moreover, the article pointed out that Federal Reserve Chairman Allen 
Greenspan stated that the markets were beginning to worry about the 
evolution of the long term budget deficit and the difficulty Clinton is 
having passing health reform, a key element of his economic program. The 
article concludes that this uncertain atmosphere is for the moment more 
injurious to the dollar than any economic statistics. (Dian I. 733-6296) 
(Paris LIBERATION in French 23 Jun 94 p 10) 


SBF President Proposes NASDAQ Counterpart for EU--In an interview in LE 
FIGARO, the president of the French Stock Exchange Association (SBF), Jean- 
Francois Theodore, discussed creating a European market for new stock 
issues similar to the NASDAQ market in the United States. Theodore claimed 
that there is a consensus now on the value of a pan-European market for new 
stock issues. He noted that studies conducted by the SBF and the EU 
Commission have confirmed the need for such a market. Theodore suggested 
that tie new market would be able to almost immediately quote at least some 
40-50 companies and would be set up as a corporation, within which the SBF 
would have a dominant position. He noted, however, that the location of 
such a market vould be a major subject of EU debate. Theodore stated that 
the SBF intended to present a proposal in the fall and try to launch a nev 
market by the spring of 1995. 





Jean-Philippe Debas, writing in the 20 May Paris weekly LE NOUVEL 
ECONOMISTE, supports Theodore’s assessment of the need for such a market. 
He claims that EU capital risk investors are worried about the absence of a 
financial market for innovative companies and cites cases vhere such 
companies have to incorporate in the United States to have access to 
capital, producing a kind of “brain drain" in Europe. Debas contends that 
entrepreneurs and capital risk experts are “unanimously” agreed that the 
solution to the capital shortage for new companies is to establish an EU 
stock market along the lines of the U.S. NASDAQ market. How to do so is a 
matter of controversy among various EU member states, however. The British 
would like a network of regional exchanges while the French vould like a 
pan-European exchange organized by various stock exchange associations such 
as the SBF or the London Stock Exchange and which vould transact sales 
electronically. Vebas claims that the EU Commission is ready to contribute 
to financing such a market. The London Stock Exchange, however, has 
decided not to participate, according to its director general, Michael 
Lavrence. According to Debas, in that event, only the SBF has the stature 
to undertake such a project and to garner EU support. The risk is 
considerable, he notes, because even if the new market is only 10 percent 
as lerge as the Paris Stock Exchange, a failure would strongly affect the 
French financial markets. However, SBF Assistant Director General 
Dominique LeBlanc concludes that there is more to gain than to lose. (Dian 
I. 733-6286) 

(Paris LE FIGARO Le Fig-Eco supplement in French 18 Jun 94 p I; 
Paris L& NOUVEL ECONOMISTE in French 20 May 94 p 90) 











GREECE 


Int: rnment Disagreemwents Reported--An article in I KATHIMERINI 
claims that there are tvo different views on future economic policy 
emerging vithin the Greek Government as it anticipates next October’s 
wunicipal elections and the likelihood of March 1995 parliamentary 
elections. One view, supported by Minister of National Economy Yiannos 
Papandoniou, Minister of Finance Alekos Papadhopoulos, Alternate Minister 
of Foreign Affairs Theodhoros Pangalos, and former EC Commissioner Vaso 
Papandreou, wants the government to move aggressively to control the 
government budget and create a stable basis for development. The second 
viev is expressed by a number of ministers who believe that political 
losses sustained by the Panhellenic Socialist Movement (PASOK) government 
stem from its failing to satisfy the electorate’s demands for government 
hiring and other favors. 





If the first view prevails, the PASOK government vill move faster to 
carry out privatizations, vill pursue EU economic convergence by 
implementing this year’s budget, and vill adopt forceful measures to combat 
tax evasion. If the second view were to be adopted, decisions would depend 
on the “so-called political costs," financial pressure vould increase, and 
economic problems become exacerbated. It is likely that the government 
vill axtempt to move in both directions at once, according to the article. 
(Rosa M. x/733-6287) 

(Athens I KATHIMERINI in Greek 14 Jun 94 p 25) 


State Companies To Be Reorganized--According to a “semiofficial” 
announcement by Ministry of National Economy officials, said to express 
National Economy Minister Yiannos Papandoniou’s views, the government vill 
carry out an “impressive” restructuring of the country’s economy and vill 
open markets to competition, reports an article in I KATHIMERINI. The 
officials state that the ministry, in response to Greece’s economic crisis 
and “changes at the EU level," plans to abandon its past “dogmatism” of 
complete state management of the economy. These officials stressed that 
government-owned companies vill be reorganized to upgrade the services they 
provide the public and to lower costs. Central elements of the 
reorganization will be the sale of minority shares to private individuals 
for up to 30 percent of the total, management changes, and a price 
structure no longer bound by social policies but reflecting costs and 
investment needs. Specitic charges will include the folloving: 





* Budgets vill be prepared on the basis of the companies’ 
reorganizat/ n and redistribution of their work force. 


* Government-owned companies will be managed on the basis of efficiency 
and with a view to increasing profits. Companies will cooperation vith 
private companies, which are able to provide advisory services and 
contribute their experience. 


* Most importantly, markets vill be opened to competition. Special 
efforts will be made to penetrate new markets in neighboring Balkan 
countries and to increase the range of products exported. 








* Five-year investment programs vill be established to improve the 
companies’ operational efficiency by updating technology and employee 
training. 


* Companies’ portfolios will be freed of government-imposed burdens 
such as ailing companies’ debts. 


* Price policies vill be determined by the need to cover unit costs and 
investment requirements. 


* Financial management vill be upgraded and shares vill be sold on the 
sto-x market to ensure that investment capital is obtained at the lowest 
possible cost. 


* Part of the revenues from privatization will be channeled to 
government coffers as part of the national budget. (Rosa M. 733-6287) 
(Athens I KATHIMERINI in Greek 12 Jun 94 p 46) 





ayth. of Tax Evasion Debunked--Former Minister of State Andreas 
Andrianopoulos, writing in the 8 June Athens daily ELEVTHEROTIPIA, railed 
against “barbaric assaults" on those ii Greece who produce its vealth and 
who stimulate economic recovery. Countering those vho complain that only 
businessmen and professionals evade taxes, Andrianopoulos contends that the 
truth is far different but disguised to avoid political costs. He points 
to the fact that 90 percent of salaried vorkers and retirees--or 
approximately 1.5 million taxpayers--pay only 19 percent of the taxes 
collected, even paying nothing in some instances. Some 34.1 percent of 
direct taxes are paid by high-salaried officials and professiona’s. The 
remaining 47 percent of direct taxes are collected from business and 
industries. Andrianopoulos also ¢\iwnies businessmen and professionals 
report lower incomes than do salarisd individuals since the small numbers 
of businessmen and professionals vould be impossible to account for the 
extent of tax evasion in such a way. While tax evasion does exist, 
Andrianopoulos continued, it should not be attributed to a few isolated 
strata of the population. 


Important as this problem is, Andrianopoulos noted, another is still 
more significant. Vith the government facing an economic impasse, nev 
sources of income are needed at a time when spending should be cut instead. 
The government’s tax measures may produce about 200 billion drachmas in the 
next two years. Hovever, Andrianopoulos commented, the government granted 
about 450 billion drachmas in tax relief to the managers of agricultural 
cooperatives a month ago and renationalized urban transportation, adding an 
80-billion-drachma burden to a budget already facing a deficit. The 
government is also rehiring civil servants for about 30 billion drachmas 
and attempting to “revive” ailing companies, vhich costs taxpayers more 
than 4-5 billion drac’.mas a month. The government does not intend to apply 
austerity to itself and has all but abandoned the privatizations that vould 
do avay with the need for new taxes, Andrianopoulos concluded. (Rosa KM. 
733-6287) 

(Athens ELEVTHEROTIPIA in Greek 8 Jun 94 p 26) 











‘Logical’ Measures Seen Needed--"Huge” confusion over the causes of 
Greece’s economic problems is the main obstacle to solving the crisis, 
vrites Yiorgos Dhiakopoulos in the 12 June Athens veekly KIRIAKATIKI 
ELEVTHER“TIPIA. He claims that the present crisis stems from the following 
obvious “vicious circle”: 





* The continued overvaluation of the “:«*hma increases veal interest 
rates. 


* Coupled vith high interest rates, the increasing overvaluation of the 
drachma depresses competitiveness, which in turn pushes up interest rates. 


* Dropping productivity inflates production costs ani compresses 
competitiveness even further, thus aggravating the economic crisis. 


As a result, Dhiakopoulos argues, a continuaiisn «/ the “hard drachma” 
policy, as advocated by the governing Panhellenic Sezi«list Movement 
(PASOK) government, the opposition New Democracy (NO) ss*ty, and the 
Coalition of the Left for Progress, vill not solve ti «rial? regardless of 
any austerity, developmental, or antitax evasion measurs: the government 
may adopt, because: 


* Gains from stamping out tax evasion vill net offset the “huge” losses 
resulting from the widening economic crisis. 


* Tax increases, which have reached their limit, are no longer 
productive, for they decrease rather than increase revenues by decreasing 
consumption. 


* While incentives exist, investment is lagging because of lack of 
competitiveness. 


* The acceleration of the pace of large EU public vorks vill have an 
"insignificant" effect on the economy because it does not compensate for 
the continued drop in tne Greek economy’s competitiveness from which the 
crisis stems. 


* Finally, it will require six years of 5-percent yearly decreases in 
the value of the drachma for this currency to reach a level to offset the 
above consequences. In the meantime, Greece will have become bankrupt, 
Dhiakopoulos concludes. (Rosa M. 733-6287) 

(Athens KIRIAKATIKI ELEVTHEROTIPIA in Greek 12 Jun 94 p 62) 


OTE Privatization Schedule Decided--An article in I KATHIMERINI on 4 
June reports that under the chairmanship of Mil. Papaioannou, secretary 
general of the Ministry of National Economy, the newly-formed commission in 
charge of Greek Telecommunications Oiganization (OTE) privatization is 
nearing the conclusion of agreements vith the foreign consultants 
<esponsible for the placement of shares abroad. According to ministry 
sources, contracts with the First Bank of Boston and the Shroeder company 
vill be signed as soon as they are reviewed by Ministry of Finance lavyers. 
The article notes that 60 percent of the shares to be sold, or 15 percent 
of total OTE shares, will be made available abroad. 

















An article in I KATHIMERINI on ? June adds that the Ministry of 
National Economy’s commission on privatization has established the 
timetable for the OTE privatization. The article notes that 25 percent of 
the shares are bein, sold to private individuals, which vill be completed 
by next November. Additional privatization provisions detailed in the 
article include: 


* Legislation will be prepared to establish the legal framework for the 
privatizatior. which vill be carried out under the auspices of *he 
National Telecommunications Commission (NTC), and to govern the OTE’s 
future functions. Talks are already under vay vith the Ministry of 
Transportation t~ determine the degree of independence of the NTC, its role 
in OTE strategic plans, and OTE’s position in the new markets to be 
created. The legislation vill determine the nature of the shares and 
whether OTE workers vill obtain them at no charge, as vell as the 
percentage of shares to be sold on the dorestic and foreign markets. 


* The privatization will require an audit by a “trustvorthy” foreign 
firm. The Arthur Andersen compeny, which vas hired by the former Nev 
Democracy (ND) government, seems to be the strongest contender. 


* The audit will not determine share prices--which will depend mainly 
on the degree of freedom afforded the NTC, its price policy, and the 
transparency of financial data--nor will it determine the "critical" issue 
of foreign majority ownership. However, it will have to take into account 
the burden that the vorkers’ social security benefits represents for the 
OTE. (Rosa M. 733-6287) 

(Athens I KATHIMERINI in Oreek 9 Jun 94 p 21; 4 Jun 94 p 21) 


Poll Shows Public Expects Austerity--The results of a poll conducted by 
the MARTEL organization betveen 28 May in the Greater Athens area 
among 1,000 respondents confirmed the results of a 9-10 May poll, which had 
shoved that a majority (71.8 percent) expected the government to adopt 
additional austerity measures following the European Parliament elections. 
In the latest poll, 64.5 percent of the respondents agreed vith this viev, 
with 18.5 percent disagreeing, compared with 9.9 percent previously. The 
first pol) shoved that 18.3 percent did not know or did not ansver, a 
percentage that decreased to 17 percent in the later one. Respondents vere 
also asked whethe: they thought the country’s econo>‘<c situation varranted 
the adoption of additional austerity measures. In the 9-10 May poli, 53.4 
percent had ansvered "yes." This percentage rose to 60.6 percent in the 
23-28 May poll, with a negative ansver given by 43.4 percent in th first 
poll and 35.9 »«rcent in the second one. Some 3.2 percent did not know or 
did not ansver in the first poll, with 3.5 percent doing so in the later 


query. 





The latest poll also asked whether the present government can solve the 
economic crisis. Some 37.8 percent said it can, with 51.6 percent 
disagreeing and 10.6 percent responding they did not know or did not cars 
to ansver. Finally, when asked vhether a different government could do 
better, 37.6 percent said *yes," 48.4 percent said "no," and 14 percent did 
not know or did not ansver. (Rosa M. 733-6287) 

(Athens I KATHIMERINI in Greek 5 Jun 94 p 12) 
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ITALY 


Bank of Sicily Problems Detailed--An article in the Rome daily IL MONDO 
reports that the Bank of Italy conducted an audit of the Bank of Sicily and 
found its board to have not only engaged in sloppy management practices but 
also illegal conduct. As a result, all of the boar’ members in office from 
1988 to present, except for the board currently in cifice, have received 
notices they will be investigated. Additionally, despite Treasury Minister 
Lamberto Dini’s assertion that the current board is performing well and his 
announcement that the bank could now be recapitalized by 949 billion lire 
--349 billion lire from the Treasury and 600 billion lire from the Region 
of Sicily--the results of the audit indicate that all is still not all 
right with the bank, starting with statements by the board’s president 
Antonio Banfi that he may resign. The Northern League, a member of the 
government coalition, has rejected Dini’s plan to recapitalize the bank 
because of the "terrible conditions" found in the bank by the audit. These 
conditions included 1993 losses of 849 billion lire and nonperforming loans 
worth 2.814 trillion lire. Moreover, the audit found numerous 
"irregularities" in banking practices, including: 





* A reorganization recommended by a 1988 audit was not implemented 
until 1991. 


* The 1993 budget was approved even though bank operations and revenue 
sources vere not sufficiently identified. In addition, the board did not 
identify spending cuts. 


* Loans vere mad2 based only on the amount of assets of the requester, 
without verifying the borrovwer’s financial viability. 


* Branches vere reluctant to forward negative reports to the 
appropriate offices, making it difficult to recoup some loans. Foreign 
subsidiaries were disorganized, especially those in London and Frankfurt, 
and went years without being avdited. 


* Many of the foreign subsidiaries did not always follow regulations on 
identifying and recording transactions. In 1993, 140,000 transactions vere 
either only partially recorded or not recorded at all. 


The Bank of Sicily replied to the criticism contained in the audit by 
saying that the bank ended 1993 with gross profits of 626 billion lire. 
Hovever, these profits were only realized after the bank revised its 
accounting methods. Nonperforming loans in the amount of 1.127 trillion 
lire were not written off, reducing losses from this source from the 4.5 
trillion lire reported in the audit to 2.814 trillion. According to the 
Bek of Sicily, the 849 billion in total losses were offset by 1.386 
trillion in reserves and the bank’s net assets of 1.238 trillion lire. 
(Anilla B. 733-¢283) 

(Milan IL MONDO in Italian 6-13 Jun 94 pp 72-74) 


Local Banks To Be Privatized--On 31 May the Council of Ministers issued 
a controversial ruling, authorizing Treasury Minister Lamberto Dini to 
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establish, iy decree, the methods by which the foundations that control six 
large banks (San Paolo di Torino, Banca di Roma, Banco di Napoli, Banco di 
Sicilia, Banco di Sardegna, and perhaps the Monte dei Paschi di Siena) and 
77 local savings banks will offer the controlling share of stocks to the 
public. A previous attempt at privatizing the foundations, once a 
stronghold of the Christian Democratic Party (DC), failed because of the 
party’s opposition. With the DC now defunct, the National Council of 
Economy and Labor (CNEL) recently requested the foundations be privatized. 
However, the ruling still caused much resistance within the individual 
banks, especially the Monte dei Paschi di Siena, where bank officials would 
only agree to transform the Monte into a private bank if ownership remained 
local. (Anilla B. 733-6283) 

(Milan IL MONDO in Italian 6-13 Jun 94 pp 80-82) 


BNL’s Performance Scrutinized--An article by Massimo Mucchetti in 
Rome’s L’ESPRESSO of 1/7 June examined three major problems facing the newly 
appointed president of the Banca Nazionale del Lavoro (BNL), Mario 
Sarcinelli. They are: 





Scarcity of capital. The BNL appears to be in compliance with the 
amount of reserves established by the Bank of Italy but only because of a 
series of 1993 accounting changes regarding its stocks, which produced an 
additional 585 billion lire in reserves. However, the amount of the bank’s 
cupital is actually slightly below that required by the Bank of Italy. 
BNL’s consolidated net capital amounts to 6.2 trillion lire, including its 
bad loans to Iraq. In case of privatization, the bank’s low amount of 
capital would lower the price paid for the company, lowering profits from 
the sale. 


Modest profits. The bank has consolidated profits of 62 billion lire 
only because 132 billion lire in losses resulting from nonbanking 
activities and Argentine joint-ventures were charged to "third parties." A 
banking group such as BNL, which collects 86 trillion lire from its clients 
and loans out 100 trillion lire, should operate with 450-500 billion lire 
in consolidated profits. Even if the the 62 billion lire profit 
declaration vere solid, the Treasury would receive very little from selling 
the bank and a large slice of that sum vould have to revert back to the 
bank through some sort of capital increase. 


Risky loans. Thanks to new accounting regulations, for the first time 
the bank had to reveal the identity and amounts of its nonperforming loans, 
which equal 6.086 trillion lire, equal to 6 percent of all its loans. At 
the end of 1993, the total funds at risk, excluding 1.282 trillion lire for 
reserves and 3 trillion lire for administrative expenses, are slightly over 
1 trillion lire. Additionally, the bank faces further possible losses 
through restructured nonperforming loans such as 1.881 trillion lire for 
Iraqi loans and 1.222 trillion lire in developing countries’ loans. The 
bank also holds an unspecified amount of worthless stocks and loans from 
companies being reorganized, such as the agribusiness company Ferruzzi and 
EFIM conglomerate. (Anilla B. 733-6283) 

(Rome L’ ESPRESSO in Italian 17 Jun 94 p 165) 
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NORWAY 


Unemployment Still Major Problem--Although about 20,000 new jobs have 
been added to the economy this year, unemployment remains a major challenge 
for the government, according to an article in the Oslo daily AFTENPOSTEN 
on 6 June. An analysis by the Confederation of Trade Unions reports that 
as of May 1994, 102,000 were "completely unemployed" and 64,200 were in 
government-sponsored projects. 





An article in the 22 April AFTENPOSTEN reported that as a result of the 
European Economic Area (EEA) Agreement, unemployed Norwegians are seeking 
jobs in EU member states, particularly in Spain and Great Britain. 
According to the Directorate of Labor, 240 applications for unemployment 
pay had by April come from Norwegians abroad. Furthermore, the article 
noted that many high school graduates will in ali likelihood join the ranks 
of the unemployed. Of the 72,000 who have applied to the nation’s six most 
sought-after colleges, only 11,600 can be accommodated. An article in the 
Helsinki daily HUFVUDSTADSBLADET on 16 April points out that the city of 
Oslo has established a six-hour work day and has banned overtime in the 
city’s public service sector in order to generate new jobs. (Thale F. 733- 
6294) 


Drastic Measures Needed in Oil Industry--The crop in oil prices and 
lack of new large oil or gas fields are forcing the oil industry to rethink 
how it does business, or “thousands” of jobs will be in jeopardy, according 
to an article in the Oslo daily AFTENPOSTEN. A major challenge will be to 
make the new, smaller fields profitable. A Ministry of Energy and 
Industry-commissioned report concluded that the operating costs in Norway's 
oil industry are higher than elsewhere and that both costs and man-hours 
must be reduced by 40-50 percent in the next five years. The report also 
concluded that the oil companies and suppliers must develop “new and more 
efficient ways to cooperate." 





The head of the Kvaerner company, Ola Jacob Haaland, said that the 
companies will have to look northward, to deeper waters. He said that the 
future would lie in “underwater solutions, floating production ships, and 
rigs that can be moved from one field to another." The general manager of 
the engineering firm Norvegian Contractors, Jan Moksnes, said that within 
two years the company will have reduced its workforce to one-fourth of what 
it is today. Calling the change "drastic," he said that the company has to 
move away from the large, concrete rigs to "smaller, simpler, and cheaper" 
ones, adding that Norwegian oil industry companies also need to look 
internationally for contracts. (Thale F. 733-6294) 

(Oslo AFTENPOSTEN in Norwegian 20 Apr 94 p 23) 


Export Council Directs Attention Toward Asia--The Norwegian Export 
Council is about to enter its "operational phase" in Asia, according to its 
marketing director, Sverre Lindtvedt. This follows a year-long planning 
phase by a committee for long-term strategic planning. The committee 
comprised representatives from the Ministries of Foreign Affairs and 
Industry, the Central Organization of Business and Industry, the 





13 














Confederation of Trade Unions, the Norwegian Research Council, and the 
State Fund for Development of Industry and the Districts. The new strategy 
targets five technology sectors: environmental protection, oil and gas, 
equipment for ships, hydropower, and teiecommunications and information. 
(Thale F. 733-6294) 

(Oslo AFTENPOSTEN in Norwegian 12 Apr 94 p 44) 


PORTUGAL 


Finance Ministry, Bank of Portugal Differ--Sources close to the Bank of 
Portugal and the Ministry of Finance revealed the existence of "profound" 
differences between the government and the Bank of Portugal over economic 
policy. The government intends to continue its strong escudo policy and 
its attempt to lover interest rates--indispensable to increase 
competitiveness. However, the Bank of Portugal is unable to sustain a 
strong escudo policy coupled vith lower interest rates and low wage grovth, 
as has been the case in the past two years. This would lead to 
inflationary pressures that would eventually result in a devaluation of the 
escudo, without which the competitiveness of exports cannot be ensured. 
(Rosa M. x733-6287) 

(Lisbon 0 DIABO in Portuguese 7 Jun 94 p 8) 





Drop in Development Analyzed--According to an editorial in the 4 June 
Lisbon weexiy EXFRESSO, despite hundreds of millions of contos in EU funds 
over the last few years, Portugal has slipped from 41st to 42d place- 
-behind all its EU partners and even behind a number of smaller countries- 
-on the UN’s list of developing countries. The editorial contends that 
Portugal’s relatively low ranking has never been caused by a lack of money. 
In fact, Portugal has never suffered from a “money problem," for it 
received “tons of gold" from the spice trade with the East, from Brazilian 
diamonds, and African coffee. What these riches produced are "some 
cathedrals, a few convents and palaces, and some kilometers of roads," 
essentially representing public works, the editorial points out. The 
country, which has always lived "from the state and for the state” and 
failed to develop a strong and autonomous middle class, never used these 
funds to create productive companies but only to "fatten the state," 
leaving society unchanged. 





Over the past few years, hovever, EU funds should have helped 
Portugal’s development and have not. The editorial adds that EU funds had 
the same fate as past money, with the added disadvantage that imports are 
"suffocating the weak industry that still exists." By the end of the 
century, despite an increased road and telephone network, the construction 
of bridges and aqueducts, and some large public works, Portugal, lacking 
its own productive infrastructure, may be totally dependent on foreign 
imports paid for with the millions of contos from the EU, the editorial 
concluded. (Rosa M. 733-6287) 

(Lisbon EXPRESSO in Portuguese 4 Jun 94 p 20) 
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SVEDEN 


Firms Divided on EU Referendum’s Impact on Investment--The uncertainty 
over the outcome of the November referendum on EU membership seems to be 
having a greater impact on the current investment decisions of smaller 
companies than larger ones. While large multinational companies are 
concerned about the referendum and say that it will have an impact on their 
investments in the future, they currently are making investment decisions 
on short-term criteria rather than long term. Lars Malmer of SKF, a ball- 
bearings manufacturer, notes that his company’s decisions are more affected 
by international demand. Ericsson’s Nils-Ingvar Lundin insists that the 
referendum is in the future and "today’s uncertainty does not affect our 
investments at the moment." Peter Fallenius of Asea Brown Boveri echoes 
this, adding that "there is nothing we can do to prepare ourselves for a 
yes or a no. But a no will not mean that the curtain will come down 
overnight." 





Smaller firms had wanted to put off investment decisions until after 
the parliamentary elections in September and the referendum in November but 
have realized that they no longer can. Lars Orn of Lyftman AB, a small 
company based in Nynashamn south of Stockholm, says that his company is 
looking at the possibility of relocating prc ijuction abroad if Sweden does 
not become a member of the EU. The firm is .ow planning to increase its 
production capacity but is putting off some decisions, such as hiring nev 
vorkers, until a decision on relocation is made. (Wendy S. 733-6506) 

(Stockholm DAGENS NYHETER in Swedish 8 Jun 94 p 34) 


TURKEY 


‘Past Train Project’ Replaced--According to an article in the Istanbul 
daily DUNYA, the $4- on "Fast Train Project," touted by former Prime 
Minister Suleyman Demirel during his prime ministry as having great 
importance and as a "Mega Project," has been put on the shelf indefinitely. 
Instead, the Ministry of Transportation has prepared an alternative project 
costing $160 million, which does not include new lines between Ankara and 
Istanbul. The article indicated that the new project will update old rails 
and switches and will straighten railbeds and improve electrical and signal 
systems. In the future, the government plans to purchase “horizontal body" 
trains, such as those used in Italy, Germany, Sweden, and Spain. This 
project will be completed over a three year period. (Ender C. 733-6285) 

(Istanbul DUNYA in Turkish 17 May 94 p 3) 
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[Cartoon depicts Prime Minister Ciller trying to control the economy. ] 
(Istanbul NOKTA in French 27-28 May 94 p 68) 


Privatization of Dairy Industry Viewed--Employees of the Turkish Dairy 
Industry Association (SEK), which owns the majority of Turkey’s milk 
processing facilities and which is slated to be privatized under Prime 
Minister Tansu Ciller’s 5 April economic stabilization package, continue to 
struggle to buyout the holding company to prevent the loss of 75,000 jobs. 
SEK vorkers, together with producers’ units and retail distributors, formed 
a Joint Enterprise Committee which has offered over 1.254 trillion liras to 
purchase SEK, including a 25-percent down payment. Necati Celik, head of 
the Vorkers’ Union, called the decision to privatize SEK a political 
gesture. “However, if SEK must be privatized, ve will be the purchasers," 
he declared. Celik stated that errors are being made in the country’s 
privatization policies, explaining that this is because a free market 
economy has not been sufficiently developed. He said that the Joint 
Enterprise Committee under the leadership of the Workers’ Union has already 
entered into the bidding. (Ruth H. 733-6284) 

(Istanbul CUMBURIYET in Turkish 15 May 94 p 9) 





Norvay --Vith drop in oil prices, Finance Minister Sigbjorn 
Johnsen had to readjust his revenue estimates for 
government’s revised budget...original estimates of 120 
kroner per barrel now 110 kroner per barrel...change 
means 50-billion-kroner revenue loss for 1994-97. 
(AFTENPOSTEN 5 May 94 p 31) 


--Article reports country third largest supplier of 
natural gas to Vest Burope, trailing only Russia, 
Algeria...natural gas accounts for 17 percent of energy 
in Vest Europe, expected to increase to 20 percent in a 
few years...unstable conditions in other supplier 
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Portugal 


Turkey 





countries increases demand for Norvegian gas 
(HUFVUDSTADSBLADET 28 Apr 94 p 10) 


--Jordan’s pharmaceutical group Hikma opening sole plant 
in Sintra as base of European operations for total 
investment of 2.5 million contos...production to focus 
on injectable drugs, mainly antibiotics...70 percent of 
production to be exported to Middle East, China, United 
States, East Europe. (DIARIO DE NOTICIAS 9 Jun 94 p 8) 


--Unemployment may continue rising until end of 1995, 
according to Minister of Finance Eduardo 
Catroga...current economic recovery vill affect 
unemployment only when economy grovs at a rate above 2 
percent, expected for mid-1995...Catroga statements 
contradict Prime Minister Cavaco Silva’s prediction of 
decreasing unemployment in second half of 1994. (DIARIO 
DE NOTICIAS 18 Jun 94 p 2) 


--Prime Minister Tansu Ciller, in radio message, called 
for economic support from Turks living abroad, promised 
government guarantees for foreign currency accounts 
opened in Turkish banks...call apparently drev 
enthusiastic response, overloaded phone lines to banks 
in Germany for more information. (DUNYA 17 May 94 p 1) 
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